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PLEASE RESFOMD TO WASHIMGTON ANDRESS

July 16, 2018

REDACTED — FOR PUBLIC INSPECTION

Federal Communications Comrnission

DLENYER (FFICE

SNTE 525

BG5S EAST 1L AvENLIL
lrEvie, COLORATO B0237-2835
TELEPUONE 303-606-5700

Fax 303-006-5701

WARHTNGTON OFFICE
SurE3L0

JUSE WISCONSTN AvIim, MW,
WaASHINGTON, D.C. 20016-4124
TELEPHONE 262-244-2500

Fax 202-934-05001

445 12" Street, SW
Washington, DC 20534

Re: WC Docket No. 14-58
Submission of Redaeted Version of FCC Form 481 for
Armstrong Telephone Company — Maryvland (Study Area Code 180216)

Dear Ms. Dorich:

Attached for electranic filing 18 a copy of the redacted public version of the FCC TI'orm
481 of Armstrong Telephone Company -- Maryland (the “Company’) which contains the
Company’s Tinancial information required by Section 54.313(£)(2) of the Commission’s Rulcs
(which is filed in compliance with the Protoctive Ordor referenced below).

The Company’s FCC Form 481 has been electronically filed with the Universal Service
Administrative Company. Congistent with the Commission’s Proleclive Order, WC Docket No.
10-90 et al., DA 16-296, released March 22, 2016 {the “Protective Order™), the Company, under
separate letler and pursuant to the requirements of the Protective Order, has submitted the
confidential version of the Company’s FCC Form 481 which contains the Company’s financial
intarmation required by Scetion 34.313(f)(2) of the Commission’s Rules.

The Company is aware that the Universal Service Administrative Company, Inc. has
issued guidance regarding the trealment of Section 54.313{1)(2) confidential information
addressed in (he Protective Order. This guidance did not, however, address the procedural filing
requirements required by the Protective Order, As a result and in a good faith effort to comply
with the Protective Order’s requirements, the Company is making this instant submission.



Ms. Marlene H. Dorlch, Secretary
Federal Communications Commission
July 16, 2018

Page 2

IMlease dircct any questions concerning this matéer 1o the undersipned.

Respectilly submitted,

Thomas J. Moorman f.'u? Gan

James A. Overcash
Counsel to Armstrong Telephane Company -- Maryland

Attachment
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FCC Form 481 - Carrier Annual Reparting OME Corntrel Mo, 2050-0986 /OME Cortrml Mo, 2050-0819
Data Callaction Farm luby 2018

<010=> Study Area Code 180216

<015= Study Area Name ARMSTRONG TEL OF MD

<020> Program Year 2019

<020> Cortact Mame: Person USAC chould contact
with questions about this data

Carrie Curtis

<035> Cortact Telephone Number: 7242230925 ext. 50220
Number of the person identified in data line <030>

<039> Cortact Email Address )
Ermnail ot the person identitied in data line <030> courtis@agoe. com

Form Type 54.313 and 54.422

Page 1
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REDACTED - FOR PUBLIG INSPECTION

[A00) Numbe rof complins peri, 000 cLEtomes
matE collection Fzm

FOT Farm 481
OME Contm| Mo. 3060-09E6/0ME Co ntm | Mo 3060-0818
1y 1E

<010>  Stucy Area Code LBE1E

<015=  Study AreaName AEMOTRGG TEL OF MO

<020=  Program Year ot

<030-  Contad Name- Person USAC should contact regarding this dat=
Contac Tl eph one Nurmber - Nurmber of person identified in data line

<035 TZAZESDE2S k. B3ED
<030=

r— Contact Emnail Address - Email Address of person identified in data ling  cceescsumas oo

<030~

<A400=

<410=

<420

Saect from the drop-down list to in dicate howyou would like to report
voice complaints (zero or greater) for voice telephony service inthe prior
calendar year for each service areain which you are designated an ETC for
any facilities you own, operate, lease, or otherwise utilize

Complaints per 1000 customers for fixed voice

Complaints per 1000 customers for mobile voice



REDACTED - FOR PUBLIC INSPECTION

(5000 Complia noe With S2nice Quality S\ ndands and Consumer P otection Rules R Form4BL
Cata collkection Form OMECantm| b, 3060-0866/0 MB Cantm| Mo . 306010819
uly 2018

a0 Study drea Code 160216

015> Study dre=m Name ARHSTROMG TEL OF WO

A0 Frogmmyer 2019

030> Contact Mame- Peren USAC should o ntact v rding this cata Carris Eorkie

A0Tis  Contct Tebaphone Mumber- Numterof pemon dentified indat line sga0s - SES08EE ace 505 E

Sme ki dligh . sai

0> Contct EmailAddres - Email Addrss of rme n dentified in data linz <030

<5152 Certify com plance with apd i bl minimum se reie s ndards




REDACTED - FOR PUBLIC INSPECTION

[E00) Furetizra lity in Emerge oy Sitwations FCC Form 481

Data Collkection Farm OVE Cortrol Mo, S0E0-088/0ME comm| Mo, 3060-0819
luly 2018

<010=  Study Area Code 1B0Z1E

<015=  Study Area Mame SIMETRCRG TEL 1F MO

02 Pmer@mivear 219

<030 Comact Mame - Pemon USAC should contact mead ing the data Cacrid Burkié

03> Contact Tekphone Number- Mumberof person dentified in data line <030 T AZERONES axe.SI3R

030> Contact Email add mss - Email Add esz of peronidentfied indata line <030 ccored diigae. can

<600 Certify complance regand ing ability 1o function in emergency sit@tions Tex

<El0 Descriptive document for Func tiomality in Emermency SituEtions La1218mds1d. pdi
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REDACTED - FOR PUBLIC INSPECTION

Rags13
[300e ) Fate of Retum Carrer Additional Docume ntation FCC Form 481
pats collkction Form OME Cortrol Mo, 30E0-038EA0ME Comrol Mo, 30600819
July 201

=010= Study Area Code 1802165

=I15> Study Area Name AFMAITRONG TEL OF MD

=020= Program ¥ear 2019

=030= Contact Mame - Person USAC: hould contact regarding this data Carrie Curtis

=035 Comtact Telephone Number- Number of person identified in data line<0 30> T242830925 ext. 50380

=039= Contact Email Address - Email Address of person identified in data line =030 > ccurtls@agoc.com

Salect from the drop down ment or check theboxes hal owto note compliance with 54.313(f111). Privately held carriers must ensure compliance withk the
financial reporting requirerments set forth in 47 CFR54. 3131 )1 2). | further certify that the information reported on this form and in the documents
attached bealow iz accurate.

{3009
{30104)

{30108
{30124)
{30128
{3013

{3014)

13015)

{3016

{3017

13018

(3019

130200

{3021)

(3022

(3023

[3024)

{3025)

{3026

Progress Report on'S Year Plan
Carrier certifiesto 54.313(f(L)(iii)

Certification of Public Interest Obligions {47 CFR &
S4.313F L0}
Plezse Provide Attachment

Infarmation
Cornrnunity Anchor Institutions {47 CFR §
S 43130100}
Plezse Provide Attachment

Infarmation
Isyour cornpany a Privately Helc ROR Carrier £47 CFR [¥esfMa)
G54 313121}
If ves does your cornpany file the RUS annual report ffes'Mo)

Please check these boxesto confirmthat the
attached POF, on line 3017, contains the required
information pursuant to $54.313(f)(2) carmplian ce
requires:

Electronic copy of their annual RUS reports
[Operating Report for Telecommunication s
Borrowers)

Docurnent(s) with Balan ce Sheet, Income Statermnent
and Staterment of Cash Flows

If theresponse isyeson line 3014, attach your

company's RUS annual report and all required Information
docurmentation
Iftheresponseisnc an line 3014, isycur company

audited?

If theresponseisyeson line 3018, please check the
bioxes below to canfirkn your subrission on line
0% pursuant o § 54, 53131102, contain s

Either = copy of their audited finan cid staternent; or
{2} afinancial report in a format cornparable to RUS
Qperating Repart for T elecommun ication s Borrowers
Docurent(s) for Balan ce Sheet, IncameStatement
and Staternent of Cash Flows

Manzgement letter andfor audit opinion issued by
the indepen dent certified publicaccountant that
performed thecornpany’s finan cial audit.

If theresponseisnoan line 3018, please check the
bioxes below to canfirkn your subrission on line
0% pursuant o § 54, 53131102, contain s

Copy of their financial staterment which has been
subject to review by an independent certified public
accountant; or 21 afinancial reportin aforma
comparable to RUS Operating Report for
Telecommunications Borr owers

Underlying information subjected to a review by an
independent certified public accountant

Underling information subjected ta an officer
certification.

Docurnentis) with Bdance Sheet, Incorme Statement
andStaternent of Cash Flows

Attach the woarksheet listing required information
Infarmation

Mame of Attach ed Docurnent Listing Required
Ho - No New Commnity &nchers

Mame of Attach ed Docurnent Listing Required

Mame of Attach ed Docurnent Listing Required

[fesfMNa)

Mame of Attach ed Docurnent Listing Required

Tes - &ttach Cerrificatrion

1302 1&md3 010, pdi

® O
O ®

[ ]
[ ]

® O

Jou i

13021&md3025 (Confidentiall .pdi
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REDACTED - FOR PUBLIG INSPECTION

Pags 15

[4005) Rural Broadband Experiment Additicra | Docurme rtatio n FCC Form gl
BB Eall=mitem (Rt OME Control Mo, S060-0SBE/OME Cortral Mo, S060-0819

Iuby 2018
<010 = Study Area Code LEQZ16

<015 Study AreaMame ARMGTRGNE TEL OF WO

=0 20> Program Year 2018

< 30> Contad Name - Person USAC should cortad regarding this data Careiw Cactie

035> Contad Telephane Number - Nur ber of person identified in data line <030> ! - FEH

039> Contad Ernail Address - Ernail Address of person identified in data line <030>  cence ichogae can

4005 Rural Boadband Experiment

Autharized Rural Broadband Experiment (REE] recipients must addressthe certification for publicinterest ablipations and provide a
list of newly senved community anchor institutions.

Public Interest Oblig tions — FCC 14-98 {paragrapls 2629, 78)

Flease acdress Line 4001 regarding compliance with the Commission’s publicinterest obligations. All REE participants must provide a
response to Line 4001

4001 Recipient certifiesthat it is offering broadband meeting the requisite publicintere st obligations consistent with the category for
which they were selected, induding broadband speed, latengy, usage capadty, and rates that are reasonably comparable to rates for
com par able offering s in urban areas.

CGommunity Anchor Institutions — FOC 14-98 {paragaph )

4003a. RBE partidpants must provide the number, names, and addre sse s of community anchor institutions to
which they newly deployed broadband service in the preceding calendar year. Onthis line, please respond

{yes —attad new community andhors, no —no new anchorsjto indicate whether this list will be provided.

if yes to 40034, please provide a res ponse for 4003B.

4003 b Provide the number, names and addresszs Mame of Attached Docurnent Listing Required Information
of community andhor institutions to whidh the

redpient newly began providing acoess to
broadband service in the preceding calendar year.

Fage 15



REDACGTED - FOR PUBLIG INSPECTION

Fage 16

[5005) ABzka Plan Farticipa rits Additicral Docurme ntation
Cata Collection Form

FCC Formdsl
OME Cortrol Mo, 3060-0986/0ME Contral Mo, 3060-0813

July 2018
=010 Study Area Code 1Ba218

=015 Study Area Mame ATHSTEONE TEL OF MO
=020 Prograrm ‘Year 2a1n

<0 30> Contac Mame - Person USAC should contact regarding this data Carciv Carkie

<0 55 Contact Telephone Mumber - Number of person identified in data line<ngns oo o ==
=0 39> Contad Emnail Address- Email Address of person identified in data line <030>  conced chsgos . can

5005 Alaska Plan

15010} Do you partidpate in the Alaskaplan? {Yes/Mo)
Please indicat e whether any terrestrial backhaul or other satellite badkhaul becarme
{3011} commerdally available in the previous calendar year in areas previously served {¥es/No)

exdusivaly by parformancelimiting satellite backhaul,

If the filing carrier identified in its approved pafomance plans that it relies exclusively on

15012 satellite backhaul for a cartain poriton of the population in its service area, indicatewhether Yes/Mo)
any terrestrial backhaul or other satellite backhaul became cormmercially available in the
previoius calendar year in areas that were previoiusly served exdusivey by sat dlite bhackhaul,

<2013 <g= <l

e

Descriptio nOf Bac kaul Techro bgy Dat= Eackhaul SvraiEble Mevrly Seremd Locatiors or Population

Fage 15
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Pxge 17
Certification - Reporting Carrier FCC Form 481
Data Collection Form OMB Gontrol No. 3060-0986/OME Control No. 3060-0819
July 2018

<010=>  Study Area Code 1830216

<015> Study Area Mame ARMSTRONG TEL OF M

<0 2> Program ¥ear 2012

<030> Contact Marne - Person USAC should contact regarding thisdata Carrie Curtis

<0 35>  Contact Telephone Mumber - Mumber of person identified in data line <030> 7242230925 ext_ 50320

<039=> Contact Emnail & ddress - Emnail Address of person identifiedin dataline<030>  ceurtisBagoc. con

TO BE COMPLETED BY THE REPORTING CARRIER, |IF THE REPORTING CARRIER 15 FILING ANNUAL REPORTING ON ITS OWN BEHALF:

Certification of Officer as to the Accuracy of the Data Reported for the Annual Reporting for CAF or LI Recipients

|| ce rtify that 1a man officer of the reporting carrier; my responsibilities include ensuring the ace uracy of the annual reporting require ments for unive 1sal service support
recipients; and, to the best of my knowledge, the information reported on this form and in anyattachments & accurate.

Marme of Reporting Carrier: ARMSTRONG TEL OF MD

Eignature of Authorized Officer;  SERTIFIED ONLINE Date 07/lls2018

Printed name of Authorized Officer; ark Rankin

[ritle or position of Auth orized Officer: ¥F Finaneial Reporting

elephone number of Authorized Officer; 7242330325 ext. 30243

tudy Area Code of Reporting Carrier: 30z18 Filing Due Date for this form; 97/18/2018

Persoms wilfully making false statements on this form @n be punished by fine or forfeiture underthe Communications Act of 1934, 47U 5 .C. 65 502, 503(b), orfine or imprisonment
under Title 12 of the United States Code, 12 U3 .C 61001,

Pxel?
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Pzge 12
Certification - Agent f Camier CC Form 481
Data Collection Form OMB Control Mo, 3060-0986/0MB Control No. 3060-0819
Juky 2018

<010> Study Area Code 120216

015>  Study Area Name ARMSTRONG TEL OF MD

<020= Program Year 201z

<030> Contact Mame- Person USAC should contact regarding this data Carrie Curtis

1242330925 _Lozan

<035> ContactTelephone Murnber - Murnber of person identified in data line <030 et

<033> Contact Email Address- Email Address of person identified in data line <030 > courtisfagoe. con
TO BE COMPLETED BEY THE REPORTING CARRIER, IF AN AGENT IS FILING ANNUAL REPORTS ON THE CARRIER'S BEHALF:

Certification of Officer to Authorize an Agent to File Annual Reports for CAF or LI Recipients on Behalf of Reporting Carrier
|| centify that (Name of Agent} is autherized to subnit the information reperted on behalf of the reperting camier. |

alse certify that | am an officer of the reperting camien my respensibilit es include ensuring the accuracy of the annual data reporting resuiirements provided to the avtheized
agent; and, to the best of ny knowledge, the reports and data provided to the authorized agent is accurate.

fMare of Authorized Agent:

IName of Reporting Carrier:

ISign gure of Authorized Officer: Date:
IPrinted name of Authorized Officer:

Title or position of Authaorized Officer;

Telephone number of Authorized Officer:

Study Area Code of Reparting Carrier; Filing Dwe Date for this form:

Fersons wilfully making fake statememts on this form @n be punkhed by fine orforfeiture under the Communictions Ad of 1924, 47 U.5.C §6 502, 503(b), orfine orimprisonmemnt
underTitle 15 of the United States Code, 12 V2.0 §1001.

TO BE COMPLETED BY THE AUTHORIZED AGENT:

Certification of Agent Authorized to File Annual Reports for GAF or LI Recipients on Behalf of Reporting Carrier

I.as agent for the reporting carrier, certify that lam authorized to submit the annual reports for unirersal se rvice support recipients on beha of the reporting carrier; Lhave provided
the data reported berein based on data provided by the re porting carrer; and, to the best of my knowledge, the information reported herein i accurate.

IName of Reporting Carrier:

Marne of Authorized Agent Firm:
ISign dure of Authorized Agent or Employes of Agent: Date;

INam eof Authorized Agent Employ ee:

Title or position of Authorized Agent or Ernploy ee of Agent

Telephone number of Authorized Agent or Employee of Agent:

Study Area Code of Reporting Carrier: Filing Due Date for this form:

Pers ons wilfully making false statements onthe form can be punt hed by fine or forfeiture under the Communications Act of 1934, 47 US.C. 86 502, 503(b), or fine orimprs onment under Title
12 ofthe United States Code,13 U.S.C 510071,

Page 15
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Attachments
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Response Line 610
Armstrong Telephone Company - Maryland
Study Area 180216

§54.313(a)(6) — ABILITY TO FUNCTION IN EMERGENCY SITUATIONS

Voice Network

Pursuant to 47 C.F.R. § 54.313(a)(b) and 47 C.F.R § 54.22(b}(4) as set forth in 47 C.F.R. §
54.202(a)(2)Armstrong Telephone Company - Maryland (“Armstrong”) meets the requirements to
remain functional in emergency situations and has the following capabilities: Back-up power is provided
to Armstrong’s central office by use of a generatorand batteries that provide to provide emergency
power. Armstrong has also sufficient spare cards for its fiber optic network to provide almost
instantaneous replacement should there ever be a card failure in the core network. Armstrong also has
proper staff in place to repair any fiber cuts in a timely manner. Armstrong has connectivity with
neighboring telephone exchanges as well as the LATA tandem to provide diverse options to reroute
traffic should an emergency arise. Armstrong has developed and trained its staff on network
preparedness plans in case of emergency situations. Armstrong is prepared and capable of managing
traffic spikes resulting from emergency situations and has sufficient switching capabilities to handle such
situations.

Broadband Network

Pursuant to 47 C.F.R. § 54.313(a)(6) and 47 C.F.R § 54.22(b}(4) as set forth in 47 C.F.R. § 54.202(a)(2)
Armstrong Telephone Company - Maryland (“Armstrong”) meets the requirements to remain functional
in emergency situations and has the following capabilities: Back-up power is provided to Armstrong
central offices by use of a generator and batteries that provide it with 8 to 12 hours of emergency
power that is also used to provide service to the broadband network. In addition, Armstrong field
electronics have 8to 12 hours of back-up power by use of generators and batteries. Armstrong has ako
sufficient spare cards for its fiber optic network to provide almost instantaneous replacement should
there ever be a card failure in the core network. Armstrong also has proper staff in place to repair any
fiber cuts in a timely manner. Armstrong has connectivity with neighboring telephone exchanges as well
as the LATA tandem to provide diverse options to reroute traffic should an emergency arise. Armstrong
has developed and trained its staff on network preparedness plans in case of emergency situations.
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Response to Line 1010
Armstrong Telephone Company - Maryland
Study Area 180216

Voice Services Comparability Report

Pursuantto 47 C.F.R. § 54.313 (a) (10) Armstrong Telephone Company — Maryland (the “Company”) is in
compliance with the requirement that voice services is no more than two standard deviations above the
national average urban rate for voice service of $45.38 as specified in Public Notice DA 17-1093 issued
on November 8,2017. The Company’s current total local end-user rate! of $6.00 {which includes a local
fee of 56.00, mandated state fees of 0.00 and mandatory extended area service charges of $0.00) is not
above the standard deviation as specified in the USF/ICC Transformation Order. *

! Lacal End User Rate as defined in USF/ICC Transformation Order 26 FCC Red at 17751, Para. 238

2 USF/ICC Transformation Order, 26 FCC Red at 17694, Para. 84 (footnote included) “The standard deviation isa
measure of dispersion. The sample standard deviation is the square root of the sample variance. The sample
variance is calculated as the sum of the squared deviations of the individual observations in the sample of data
from the sample average divided by the total number of observations in the sample minus one. In a normal
distribution, about 68 percent of the cbservations lie within one standard deviation above and below the average
and about 95 percent of the observations lie within two standard deviations above and below the average.”



REDACTED - FOR PUBLIC INSPECTION

Response to Line 1030
Armstrong Telephone Company - Maryland
Study Area 180216

§54.313(a){11) - BROADBAND SERVICES COMPARABILITY REPORT

Pursuant to 47 C.F.R. § 54.313 (a) (11) Armstrong Telephone Company - Maryland charges a residential
rate of $49.95 for broadband providing 10 Mbps download, 1 Mbps upload, and an unlimited usage
allowance. This rate is lower than $88.13, which is the 2018 reasonable comparability benchmark for
the same offering established by the Wireline Competition Bureau.!

Y Wireline Competition Bureaw Announces Results af 20180 rkan Rate Survey for Fixed Voice and Broadband
Services and Posting of Survey Date and Explanatory Notes, Public Notice, WC Docket No. 10-90, DA 17-1093
{(rel. November 8, 2017).



REDACTED - FOR PUBLIC INSPECTION

Armstrong Telephone Company P.S.C. MD Tariff No. 4
Original Page No. 60

SECTION 4. DESCRIPTION OF SERVICES AND RATES (cont’d)

4.7 Lifeline Service

4.7.1 General

Lifeline Service iz an offering designed to help qualified customers pay for their Local
Exchange Service. Such qualified customers are charged areduced rate for their local
telephone service.

4.7.2 Regulations

A. Lifeline Service iz available to qualified customers and is provided via a residence
individual message rate dial tone line.

B. Lifeline Service is Local Exchange Service and, as such, is subject to the regulations
governing Local Exchange Service in Section 3 of this tariff.
Lifeline customers will receive a flat rate monthly discount as specified in C.
of this Section 3.

C. In order to qualify for Lifeline Service, a customer must be certified in
accordance with Federal Communications Commission rules found in CFR § 54.410(c)
by the Maryland Department of Human Resources to the Telephone Company as
receiving assistance under Title 5, subtitle 3 of the Human Services Article including
{Temporary Cash Assistance (TCA), Supplemental Nutrition Assistance Program
{(SNAP), State Funded: Temporary Disability Assistance Program {TDAP), and Public
Asgistance to Adults (PAA)), Assistance from the Electric Universal Service Program,
Asgistance from the Maryland Energy Assistance Program, State-funded public
assistance benefits, or Supplemental Security Income (SSI).

D. Lifeline Service will continue to be provided to a customer only so long as such
customer is receiving benefits as specified in 3. preceding. The continuation of
qualification for Lifeline Service must be recertified by the Maryland
Department of Human Resources, every 12 months for customers receiving
Supplemental Security Income benefits, and every six months for customers
receiving other benefits specified in 3. preceding, following the establishment of the
Lifeline Service. Without such recertification, the customer's Lifeline Service will be
dizcontinued.

E. When the Telephone Company receives notice from the Maryland Department
of Human Resources, or the customer, that the customer iz no longer receiving
benefits as specified in 3. preceding, the Telephone Company will then notify the
customer that the Lifeline Service will be disconnected or changed to another
class of residence zervice.

Issued: December 23, 2014 Effective: December 23, 2014
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Armstrong Telephone Company P.S.C. MD Tariff No. 4
Original Page No. 61

SECTION 4. DESCRIPTION OF SERVICES AND RATES {cont’d)
4.7 Lifeline Service {cont’d)
4.7.2 Regulations {cont’d d)

F. A customer to Lifeline Service may not subscribe to any other Local Exchange
Service on the same premizes. In addition, a Lifeline customer may not subscribe
to any additional telephone services including foreign central office, foreign
exchange, and foreign zone services.

G. A subscriber may elect at the time of subscription to Lifeline Service to
receive Toll Blocking Service as part of Lifeline Service. "Toll Blocking Service" is a
service that allows a subscriber to elect not to allow the completion of outgoing toll
calls from the subscriber's residence.

H. The Company may not collect a service deposit in order to initiate Lifeline Service.
Lifeline Service will not be disconnected for non-payment of toll charges.

A. Lifeline Service provides a flat rate monthly Federal credit of $9.25.

B. The Company shall apply the baseline payments received by the administrator
of the federal Lifeline Service program to waive the qualifying customer's federal
End-User Common Line Charge. The Company shall apply any additional federal
support amount to the qualifying customer's basic local exchange service rate.

C. To be eligible for Lifeline Service, qualifying customers must subscribe to
the residential Touch-Tone Service offering that is made available in the Company's
gervice area ag indicated on Leaf 1 in this Section and must pay
all related charges associated with E-911 services and, when applicable, directory
assistance and operator service charges.

D. Partial payments that are received from Lifeline Service customers shall first be
applied to local service charges and then to any outstanding toll charges.

E. All agpects of the Lifeline Service program shall be subject to the interpretation of
applicable Federal regulations and any directives which may from time to time be
prescribed by the Universal Service Administrative Company. These rules are
separate and apart from any rules prescribed as part of a state Universal Service
program.

Issued: December 23, 2014 Effective: December 23, 2014
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Armstrong Telephone Company P.S.C. MD Tariff No. 4
Original Page No. 62

SECTION 4. DESCRIPTION OF SERVICES AND RATES (cont’d)
4.7 Lifeline Service {cont’d)

4.7.3 Rates

A, Lifeline Service Dial Tone Line,
credit per month ...

$9.25

B. For the installation of new Local Exchange Service as a Lifeline Service, effective
April 1, 2012, the applicable Service Charges discount is eliminated.

For changes to aLifeline Service for a qualified customer, the Service
Charges specified in Section 4.3 of this Tarift do not apply. If a customer no

longer qualifies for Lifeline Service, no Service Charges apply for changing
to a Residence Local Exchange Service.

Issued: December 23, 2014

Effective: December 23, 2014
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Annual Lifeline Eligible Telecommunications Carrier Certification Form All carriers must complete all or portions
of all sections Form must be submitted to USAC and filed with the Federal Communications Comm ission

IMPORTANT: PLEASE READ INSTRUCTIONS FIRST

Deadline: January 31s: (Annually)

180216 143001400

Study Area Code (SAC) Service Provider Identification Number (SPIN)

(An Bligible Telec ommunic ations Carrier (ETC) muist provide o certification form for each SAC through which i provides Lifeline service).
2017 MD Armstrong Telephone Company - Maryland
Recertification Year State ETC Name
N/A ARMSTRCNG HOLDINGS INC

DBA, Marketing, or Other Branding Name Holding Company Name

(If samez as ETC name, list “NA” Do not leave blank) ¥ same as BT nama, list “Nid” Do not leave blank)

Does the reporting com pany have affiliated ET Cs? Yes [} No

Frovide alist of all ETCs that ave qffiliated with the reporting ETC, using page 4 and additionad sheefs [ necessary. Affiliation shall be
determined i accordance with Section 32} of the Communications Act. That Section defines “qffilinte  as “a person that (directly or indivectly)
owws or contrals, is owned oF controlled by, or is under common ownersiup or control with, mother person” 47 USC, §153(2). See qiso 47

C.F.R § 76,1200,

Affiliated ETC’s SAC

A ffiliated ETC s Name
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ETCs Subject to the Non-Usage Requirem ents

Al ETCs must complete the appropriate check-box, ETCs that do nof assess and coliect a monthly ize from their Lifeline subscribers are subject
£o fe nontisage requirements. ETCs subject (o the norusage vequitrements mst midicate the momber of subscribers de-envolled by month in
Section 4. ETCs that only assess a fee but do noi ¢ ollect such fes are subject t0 the norn-tisage requirements and muist also idicade fe monber of
subscribers de-enrollied by morth.

Is the ETC subject to the non-usage requirements? Yes No
Ifyes, vecord the mumber of subscribers de-envolied for nov-usage by month i Block O below.

P Q
Month Subscribers De-Enrolled for Non-Usage
January 0

February
March
April
May
June

July

August

September
October

November

December
Total Subscribers

a|lojo|jlo|a|lo|lo|o|o|o|o|o

For purposes of this filing, an officer is an occupant of a position listed in the article of incorporation, articles of formation,
or other similar legal document. An officer is a person who occupies a position specified in the corporate by-laws (or
partnership agreement), and would typically be president, vice president for operations, vice president for finance,
comptroller, treasurer, or a comparable pogition. If the filer is a sole proprietorship, the owner must gign the certification.

Initial Certification 4u ETCs nust complate this section
I certify that the company listed above has certification procedures in place to:

A)Review income and program-based eligibility documentation prior to enrolling a consumer in the Lifeline program, and
that, to the best of my knowledge, the company was presented with documentation of each consumer’s household
income and/or program-based eligibility prior to his or her enrollment in Lifeline; and/or

B) Confirm consumer eligibility by relying upon access to a state databasge and/or notice of eligibility from the state
Lifeline administrator prior to enrolling a consumer in the Lifeline program.

I am an officer of the company named above. I am authorized to make this certification for the Study Area Code listed
above.

SB
Initial
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Minimum Service Level

I certify that the company listed above is in compliance with the minimum service levels set forth in the 47 CFR Section
54 408.
I am an officer of the company named above. I am authorized to make this certification for the SACs listed above.

Initial °P

Annual Recertification

Do not leave empiy Blocks. If an ETC has nothing to report ina Block, enter a zero.

Feport the number of Lifeline subscribers due for recertification by month (January-Tecermnber)
A Bubscribers eligible for recertification by anniversary menth

B. Bubscribers de-enrolled prior to recertification atternpts

. Total number of subscribers ETC 1s responsible for recertifiring (A-B)

Jan Feb Mar Apr May Jun Jul Aug Sep Cct Nov Dec Year
Total
0 0 0 0 0 0 1 0 0 1 1 0 3
B 0 0 0 0 0 0 0 0 0 0 0 0 0
c 0 0 0 0 0 0 1 0 0 1 1 0 3

Recertification Methods

State of federal database
L. Subscribers recertified through ETC access to state or federal database by anniversary meonth

Feport the number of eigible subscobers venfied through access to a state or federal database

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Year
Total

S0 0 0 0 0 0 0 0 0 0 0 0 0

E.  Name of the data source(s) used to verify consumer eligibility:

ETC Direct Contact
F.  Bubscribers contacted by ETC directly to recertify (You may also use this section to report subscriber initiated recertifications?.

Feport the number of Lifeline subscobers the ETC contacted directly to obtain recertification of eligibility

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nowv Dec Year
Total

10 0 0 0 0 0 1 0 0 1 1 0 3

G, Bubscribers who failed to recertify through ETC direct outreach atternpt

Feport the number of Lifeline subscrbers de-enrolled due to ineligibility or non-response to the ETC™s outreach attempt.

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Year
Total

<1 0 0 0 0 0 0 0 0 0 0 0 0 0
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H.  Subscribers who recertified through ETC direct outreach atternpt

Feport the number of Lifeline subscnbers that successfully recertified through ETC™s outreach attempt.

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Year
Total

0 0 0 0 0 0 1 0 0 1 1 0 3

Third Party
I, Bubscribers whose eligibility was reviewed by state administrator, third party administrator, or TSAC

Report the mumber of Lifeline subscribers contacted by a state administrator, third party administrator, or USAC for the purpose of recertification.

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Year
Total

/o, 0|/0|]0|]O0O]O|]O]|O]O|O0O|0]O0] 0O

J Mame of third party administrator used to verify subscriber eligibility:

K. Bubscribers de-enrolled as a result of a third party recertification atternpt

Feport the number of subscnbers as aresult of ineligibility or non-response to outreach from a state admimstrator, third party admin strator, or USAC,

Jan Feb Mar Apr May Jun Jul Aug Sep Cct Nov Dec Year
Total

“lojo|lo|]O0O|]O0O|lO|]O]|]0O|0O|O0O|0O0]O0 O

L. Subscribers who recertified through a state administrator, third party administrator, or TSAC s recertification effort

Report the mumber of subscribers that recertified through a request from a state administrator, third party administrator, or USAC

Jan Feb Mdar Apr May Jun Jul Aug Sep Oct Nowv Dec Year
Total

“fojo|O0O|]O0O|JO|JO|O0O|O]|]O]O|O0O|O0] O

Certification:
Recertification Method: Datab ase

I certify that the company listed above has procedures in place to recertify consumer eligibility by relying on a database. I
am an officer of the company named above. I am authorized to make this certification for the SAC(s} listed above.

Initial
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Recertification Method: ETC

I certify that the company listed above has procedures in place to recertify the continued eligibility of all of its Lifeline
subscribers, and that, to the best of my knowledge, the company obtained signed certifications from all subscribers attesting
to their continuing eligibility for Lifeline. I am an officer of the company named above. I am authorized to make this
certification for the SAC(s) listed above.

Initial ©B

Recertification Method: Third Party

I certify that the company listed above has procedures in place to recertify consumer eligibility by relying on an
administrator. T am an officer of the company named above. I am authorized to make this certification for the SAC(s)
listed above.

Initial

No Subscribers

I certify that my company did not claim federal low income support for any Lifeline subscribers for the current Form 353
data year. I am an officer of the company named above. I am authorized to make this certification for the SAC listed
above.

Initial
M= (G+K) N = (D+F+D O = M/N*100
Total mumber of subscribers de-enrolled as | T otalnumber of subscribers ETC is Percent of subscribers due for
a result of recertification responsible for recertifying recertification who were de-enrolled
0 3 0.0%
Signature Block

By signing below, I certify that the company listed above is in compliance with all federal Lifeline certification
procedures. I am an officer of the company named above. I am authorized to make this certification for the Study
Area Code {(SAC}) listed above.

Signed,

Shawn Beqaj - Vice President - Regul: Shawn Beqaj - Vice President - |
Signature of Officer Printed Mame and Title of Cfficer
sheqaj@agoc.com Jan 26, 2018

Email Address of Officer Date

David Ames 724-283-0925

Person Completing This Certification Form Contact Phone Mumber
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Affiliated ETCs

SAC Name
150071 Armstrong Telephone Comparty - New York
170184 Armstrong Telephane Campany - PA
200256 Ammstrong Telephone Company - WV
200267 Armstrong Telephone Company - Northern Division

170195 Armstrong Telephone Company North
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Response to Line3010
Armstrong Telephone Company — Maryland
Study Area 180216

Milestone Certification

Pursuantto 47 C.F.R. § 54.202(a) Armstrong Telephone Company — Maryland (the “Company”) provides
this certification that it is taking reasonable steps to provide upon reasonable request broadband speeds
of at least 10 Mbps downstream/1 Mbps upstream, with latency suitable for real-time applications,
including Yoice over Internet Protocol, and usage capacity that is reasonably comparable to offerings in
urban areas as determined in an annual survey as specified in Public Notice DA 17-1093, and that
requests for such service are met within a reasonable amount of time. Details for how the Company is
meetings its obligations for meeting its goals and required obligations are specified within the FCC Form
481 annual filing.
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MOSSADAMS

Report of Independent Auditors

Board of Directors
Armstrang Telephane Campany - Maryland, Inc.

Report on Financial Statements

We have audited the accompanying financial statements of Armstrang Telephone Company —
Maryland, Inc., which comprise the balance sheets as of September 30, 2017 and 2018, and the
related statements of operations, stockholder’s deficit, and cash flows for the years then ended, and
the related notes to the financial statements.

Management’s Responsibility for the Financial Statemenis

Management is respansible for the preparatien and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal contral relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditor’s Responsibility
Qur responsibility is to express an opinion on these financial staterments based on cur audits. Ve
conducted our audits in accordance with auditing standards generally accepted in the United States

of America. Those standards require that we plan and perform the audits to obtain reascnable
assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend an the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
errar. In making those risk assessments, the auditor cansiders internal contral relevant to the entity's
preparation and fair presentation of the financial statements in order to design audit precedures that
are appropriate in the circumstances, but nat for the purpose of expressing an cpinicn on the
effectiveness ofthe entity’s internal contral. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation
of the financial statements.

We believe that the audit evidence abtained is sufficient and appropriate to provide a basis for cur
audit opinion.
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Opinion
In our apinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Armstrong Telephone Company — Maryland, Inc. as of September 30, 2017 and

20186, and the results of its cperations and its cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America.

Emphasis of Matter

The accompanying financial statements have been prepared assuming that the Company will
continue as a gaing cancern. As discussed in Note 2 to the financial statements, until the Company is
able ta develop a plan for revenue growth and improved profitability, cash flows from aperations will
not be sufficient ta service the Company’s debt payments and cover its operating expenses. These
conditions raise substantial doubt about the Company’s ability to cantinue as a going concern.
Management's plans in regard to this matter are also described in Note 2. The financial statements
de not include any adjustments that might result from the outcome of this uncertainty. Qur opinion is
hot medified with respect ta this matter.

Moss Adrns | o

Spokane, Washington
December 22, 2017
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Armstrong Telephone Company - Maryland, Inc.
Balance Sheets

ASSETS

September 30,
2017 2016

CURRENT ASSETS
Cash and cash equivalents
Subscriber accounts receivable, net of allowance

of S in 2017 and S| in 2016

Other accounts receivable, net of allowance
of S in 2017 and S| in 2016

Material and supplies

Income tax receivable, parent company

Other current assets

h

L]

Total current assets

NONCURRENT ASSETS
Deferred income taxes
Other noncurrent assets

Total noncurrent assets

PROPERTY, PLANT, AND EQUIPMENT
Telecommunications plant in service
Nonregulated plant in service
Telecommunications plant under construction

Less accumulated depreciation

1R ie 1
IERINT
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Armstrong Telephone Company - Maryland, Inc.

Balance Sheets

LIABILITIES AND STOCKHOLDER'S DEFICIT

CURRENT LIABILITIES
Related party note payable, current
Accounts payable
Income tax payable, parent company
Other accrued liabilities

Total current liabilities

RELATED PARTY NOTE PAYABLE

OTHER LIABILITIES AND DEFERRED CREDITS
Deferred income taxes

STOCKHOLDER'S DEFICIT

Common stock (5. par value,; - shares authorized,

shares issued and outstanding)
Retained deficit

See accompanying nates.

September 30,
2017 2016

y .
_ N

_ N N

_ N N
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Armstrong Telephone Company - Maryland, Inc.

Statements of Operations

Operating revenues
Wireline
Customer
Intercarrier
Interstate
Intrastate
Universal service support - federal

Internet

Miscellaneous
Equipment
Carrier billing and collection
Directory
Uncollectible and other

Total operating revenues

Operating expenses
Plant specific operations
Plant nonspecific operations
Depreciation
Customer operations
Corporate operations
Other operating taxes
Nonregulated

Total operating expenses
Net operating loss

Nonoperating expense
Interest expense
Other nonoperating expense

Total nonoperating expense
Loss before income taxes
Income tax benefit

MNet loss

Years Ended September 30,
2017 2016

@+

b [Nl Nt 11
Dulum DNoatunel Hosiet xlim |

See accompanying notes.
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Armstrong Telephone Company - Maryland, Inc.
Statements of Stockholder’s Deficit

Common Retained
Stock Deficit Total
Balance, September 30, 2015 $ - 3 _ $ _
Net loss — - N =
Balance, September 30, 2016 - _ _
Net loss - I N
Balance, September 30, 2017 s I I e

See accompanying nates.

[ +]
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Armstrong Telephone Company - Maryland, Inc.

Statements of Cash Flows

CASH FLOWS FROM OPERATING ACTIVITIES
Net loss
Adjustments to reconcile net loss to net cash
from operating activities
Depreciation
Deferred income taxes
Change in assets and liabilities
Receivables
Material and supplies
Other assets
Accounts payable
Other accrued liabilities and taxes

Net cash from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Net acquisition of nonregulated plant
Net acquisition of property, plant, and equipment

Net cash from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Payments on related party note
Proceeds from related party note

Net cash from financing activities

NET CHANGE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS at beginning of year

CASH AND CASH EQUIVALENTS at end of year

SUPPLEMENTAL DISCLOSURE OF CASH FLOWS

INFORMATION
Cash paid during the year for

Interest

Years Ended September 30,

2017

2016

1 DIl A D |
UL

See accompanying notes.
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Armstrong Telephone Company - Maryland, Inc.
Notes to Financial Statements

Note 1 — Summary of Significant Accounting Policies

Description of entity — Armstrang Telephone Campany — Maryland, Inc. (Company) is an incumbent
lacal exchange carrier that provides telephone and other related telecommunications services, Internet,
inside wire, and custamer premise equipment in the state of Maryland. The Company is wholly owned by
Armstrong Holdings, Inc. (AHI).

Accounting policies — The financial statements of the Company have been prepared in accordance with
accounting principles generally accepted in the United States of America applicable to regulated public
utilities. Such accounting principles are consistent, in all material respects, with accounting prescribed by
the Federal Communications Commission (FCC).

Accounting estimates — The preparation of financial statements in accordance with accounting
principles generally accepted in the United States of America requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date ofthe financial statements and the reported amounts of revenue and
expenses during the reporting periad. Significant estimates include depreciation expense and interstate
access revenues. Actual results could differ from thase estimates.

Cash and cash equivalents — Cash and cash equivalents are defined as shart-term, highly liquid
investments that were purchased with an ariginal maturity of three months or less and are readily
convertible into cash. Cash equivalents are stated at cost and primarily consist of money market savings
accounts.

Concentration of Hsk — The Company's cash is held by several banking institutions. At various times
throughout the year, cash balances exceeded federally insured limits of $-

In 2017 and 20186, the Company received _ or .% and $- or .%, respectively, of its

revenue from the Federal Universal Service Fund.

Accounts receivable — Accounts receivable are stated at the amount management expects to collect on
outstanding balances. The Company reviews the collectibility of accounts receivable annually based
upan an anhalysis of outstanding receivables, histarical collection information, and existing ecancmic
conditions. Receivables frem subscribers are due 30 days after issuance afthe subscriber bill.
Receivables from other exchange carriers are typically cutstanding from 30 to 80 days befare payment is
received. Management provides for probable uncdllectible amounts through a charge ta earnings and a
credit to a valuation allowance based on its assessment of the current status of individual accounts.
Balances that are still outstanding after management has used reasonable collection efforts are written off
through a charge to the valuation allowance and a credit to accounts receivable.

Material and supplies — Material and supplies are valued at the lower of cost or market determined by
specific identification.
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Armstrong Telephone Company - Maryland, Inc.
Notes to Financial Statements

Note 1 — Summary of Significant Accounting Policies (continued)

Property, plant, and equipment — Property, plant, and equipment are stated at original cost. Regulated
plant includes assets that are jointly used for regulated and nonregulated activities. The cost of additions
and substantial betterments of propertty, plant, and equipment is capitalized. The cost of maintenance
and repairs is charged to operating expenses.

In accardance with composite group depreciation methodology, when a portion of Company's regulated
depreciable property, plant, and equipment is retired in the ordinary course of business, the grass book
value is charged to accumulated depreciation.

Depreciation of Company’s nonregulated plant is provided by the straight-line method over the estimated
useful lives of the assets. Upon retirement, sale, or other disposition of nonregulated investments, the
cost and related accumulated depreciation are removed from the related accounts and the resulting gains
or losses are included in operations.

Income taxes — The Company is a member of a group that files a consdlidated federal tax return.
Accordingly, income taxes payable ta (refundable fram) the tax authority are recognized on the financial
statements of the parent company wha is the taxpayer for federal income tax purposes. The members of
the consolidated group allocate payments to any member of the graup for the income tax reduction
resulting from the member’s inclusion in the consolidated return, or the member makes payments to the
parent company for its allocated share of the federal consolidated income tax liability. This allocation
approximates the amounts that would be reported ifthe Company were separately filing its tax returns.
The result of these allocations is reported on the accompanying balance sheets under the caption
“Incame tax receivable, parent campany” ar “Income tax payable, parent company”. The parent company
files consolidated tax returns with tax autharities based on a fiscal year ending September 30. The
Company files a separate return for state tax purpases. Income taxes payable ta (refundable fram) the
state are recagnized on the Company’s financial statements.

Ceferred taxes are provided on a liability methed whereby deferred tax assets are recagnized for taxable
temporary differences and net aperating losses and deferred tax liabilities are recognized for deductible
temporary differences. Temporary differences are the differences between the reported amounts of
assets and liabilities and their tax bases. Deferred tax assets are reduced by a valuation allowance
when, in the apinion of management, it is mare likely than not that same porticn or all of the deferred tax
will not be realized. Deferred tax assets and liabilities are adjusted for the effects of changes in tax laws
and rates on the date of enactment.

The Company records uncertain tax positions if the likelihood the position will be sustained upon
examination is less than .%. As of September 30, 2017 and 2018, the Company had no accrued
amaounts related te uncertain tax pasitions. Interest and penalties, if any, are recarded as interest expense
and other expense, respectively.
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Armstrong Telephone Company - Maryland, Inc.
Notes to Financial Statements

Note 1 — Summary of Significant Accounting Policies {continued)

Revenue recognition — Monthly service fees derived from local wireline and Internet are hilled ane
maonth in advance, but recagnized in the month that service is provided.

Usage sensitive revenues such as access (revenues earned for originatingterminating long distance
calls) and long distance are generally billed as a per-minute charge. Although these revenues are billed
in arrears, an estimate of unbilled revenues is accrued in the month service is pravided.

Interstate access revenues are included in settlements based an the Company’s participatian in the
revenue paals administered by the National Exchange Carrier Association (NECA). Settlement revenues
are determined by annually prepared separations and interstate access cost studies. These studies are
prepared subsequent ta year end and, therefore, the related revenues are recorded on the books based
on an estimate of NECA pool earnings and on other assumptions related to information utilized in the
preparation of the Company's cost study. The studies are subject to a 24-month pool earnings adjustment
petiod and a review of the study by NECA. There was an insignificant revenue impact on 2017 and 2018,
for adjustments related to pricr year differences between the recorded estimates and actual revenues.
Furthermaore, management does not anticipate that 2017 and 2018, recorded revenues will require
significant adjustments in future years.

Access revenues are classified in wireline revenues above as follows:

« Customer revenues include end user charges such as the Subscriber Line Charge (SLC), the
Federal Universal Service Charge (FUSC), Access Recovery Charge (ARC), and special access
billed to end users.

+ Universal service support includes the amounts received fram the Universal Service Fund for
High Cost Loop Support (HCLS), Connect America Fund Broadband Loop Support (CAF BLS),
and Connect America Fund Intercarrier Compensation (CAF ICC) support.

+ All access charge and settlement revenue except as described above is classified as intercarrier
revenue.

Internet revenues are derived from the provision of customer access to the public Internet, excluding
revenues attributable to DSL transport (line costs between the customer and the Company’s equipment
that routes Internet traffic). Interstate access revenues include settlements from NECA that compensate
the Campany for the DSL transport related te the provision of Internet services.

Wireline universal service support revenue is intended to compensate the Company far the high cost of
praviding rural telecommunications service. Universal service support revenue includes funds received for
HCLS, CAF BLS, CAF ICC, and ather miscellanecus preagrams. HCLS and CAF BLS are based on the
Company’s relative level of operating expense and plant investment. Suppart from the CAF ICC is based
on a histarical frozen amount related te 2011 investment and expenses assaciated with the switching
function and certain 2011 intrastate access revenues, which together make up the CAF ICC base. The
CAF ICC base will be reduced by I% each year in determining CAF ICC support.

10
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Armstrong Telephone Company - Maryland, Inc.
Notes to Financial Statements

Note 1 — Summary of Significant Accounting Policies (continued)
Regulation — The Company’s services are subject to rate regulation as follows:

+ Local telephone and intrastate access revenues are regulated by the state regulatory
commission. The FCC also has assumed preemptive authority to regulate intrastate
telecommunications services, including intrastate access rates.

+ Interstate access revenues are regulated by the FCC through its regulation of rates and
settlements procedures as administered by NECA.

+ Universal service revenues are administered by Universal Service Administrative Company
(USAC), based on rules established by the FCC.

The FCC released an Order and Further Natice of Praposed Rulemaking (FNPRM) in 2018, that refarmed
the High Cost Program supporting rate-af-return carriers. The following changes have been implemented
ta modernize the program:

+ Provides support for stand-alone braadband services and investment;

» Requires broadband deployment based an the number of locations lacking service and the cost
of providing service;
» Requires allowances far capital investments and limits on operational expenses; and

+ Phases out support for areas served by a qualifying competitar.

The FNPRM alsco created two paths to receive high cost support for rate of return carriers. The madel-
based aption is voluntary and is a fixed amount of support for ten years. The legacy mechanism reforms
the existing ICLS mechanism te support stand-alone breadband and will now be known as the Connect
America Fund Breadband Loop Support (CAF BLS).

Effective November 1, 2018, the Company made an election to remain on the refarmed legacy
mechanism as described above.

Other sources of revenues are not rate regulated, and include long distance, equipment sales, Internet,
billing and collection, and other incidental services.

Nonregulated expenses and nonregulated plant are directly attributable to the following nonregulated
setvices: Internet and miscellanecus revenues.

All other operating expenses and telecommunications plants are related primarily ta wireline revenues.
However, some of these costs jaintly relate to regulated and nonregulated services. For interstate access
settlements, universal service support, rate case, and other regulatory purposes, the portion of these
camman costs related to nonregulated activities are removed in accardance with Part 64 of the FCC rules
in arder to ensure regulated revenues are based on costs of providing regulated services.

11
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Armstrong Telephone Company - Maryland, Inc.
Notes to Financial Statements

Note 1 — Summary of Significant Accounting Policies {continued)

Advertising expenses — The Company expenses advertising costs as incurred. Advertising expenses
during the years ended September 30, 2017 and 2018, were _ and _ respectively.

Allowance for funds used during construction (AFUDC) — The Company records as income and
capitalizes as a cost of construction the cost of financing large construction projects spanning a period
greater than two months. The Company uses a weighted-average interest rate based on total Company
longrterm debt. No amounts were capitalized at September 30, 2017 or 20418, or for those years then
ended.

Subsequent events — Subsequent events are events or transactions that accur after the balance sheet
date but before the financial statements are available ta be issued. The Campany recognizes in the
financial statements the effects of all subsequent events that provide additional evidence about conditions
that existed at the date ofthe balance sheet, including the estimates inherent in the process of preparing
financial statements. The Company’s financial statements do not recagnize subsequent events that
provide evidence about conditions that did not exist at the date of the balance sheet but arose after the
balance sheet date and befare the financial statements are available ta be issued.

The Company has evaluated subsequent events thraugh December 22, 2017, which is the date the
financial statements are available ta be issued.

Note 2 — Golng Concemn

The accompanying financial statements have been prepared assuming the Company will continue as a
going concern. However, until the Company is able to develop a plan to grow revenues and improve
prafitability, cash flows from operations will not be sufficient ta service the Company’s debt payments and
cover its aperating expenses.

The ability of the Company to continue as a going concern is dependent upon continued financial support
of the parent company using advances on the related party note payable in order to cover operating
expenses. [t is alsc dependent upoen the Company's ability to improve profitability and cash flow by
continuing to reduce operating expenses and increasing revenue generated frem customers by providing
more advanced broadband and network services. While management does not currently have a plan in
place ta sufficiently improve its prafitability and cash flow, the parent company has continued to advance
funds as needed to cover operating expenses and capital investment and has demonstrated the intent to
pravide additional funds as necessary for continuing operations going forward. Although there can be no
assurances, management believes the continued financial support of the parent company will be
sufficient to meet the Company’s obligations as they come due.

12
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Armstrong Telephone Company - Maryland, Inc.
Notes to Financial Statements

Note 3 — Other Noncurrent Assets
Other noncurrent assets consist of land and buildings, net of accumulated depreciation, that are not

related to telecommunications operations. The balance of these noncurrent assets was $- and
$- as of September 30, 2017 and 2CG16, respectively.

Note 4 — Property, Plant, and Equipment

Telecommunications plant balances, together with accumulated depreciation balances, consist of the
following at September 30:

Depreciaticn Flant Accumulated 20107 2018
Rate Account Depreciaticn MNet Balance MNet Balance

Regulated

General support a556ts 5-20vears  § $ $ $
Central office asssts 5 -12 years

Cable and wire facilities 10 - 30 years

Flant under censtruction a -

Menregulated

Internet 5 vears - -
CPE 5 vears - -
Other 5 vears - -

13
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Armstrong Telephone Company - Maryland, Inc.
Notes to Financial Statements

Note 5 — Related Party Note Payakle

Lang-term debt consists of the following cumulative draws an the AHI related party note payable as of
September 30:

Interest Rates
{Fixed) Maturity Dates 2017 2016

Armstrong Holdings, Inc. - 2018-2020 $

Less current portion

Maturities of long-term debt cbligations for the three years following September 3¢, 2016, are as follows:

2018
2019
2020

In

All assets of the Company are pledged as security for the long-term debt. Interest on debt was $-
and $- for the years ended September 30, 2017 and 2018, respectively.

Note 6 — Income Taxes

The campanents of the pravisian for income tax benefit are as follows:

Years Ended September 30,

2017 2016
Current
Federal $ - 5 -
Deferred
Federal
State
s N - B

The provision for income taxes differs from the amount computed by applying the current statutory federal
incame tax rate to earnings before taxes due to the effects of state taxes (net of federal benefi),
nondeductible items, nontaxable items, and prior year over or under accruals.

1

i=9
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Armstrong Telephone Company - Maryland, Inc.
Notes to Financial Statements

Note 6 — Income Taxes (continued)

The components of the net deferred tax (asset) liability recorded in the accompanying balance sheets
are:

September 30,
2017 2016

Deferred tax assets
Allowance for doubtful accounts
Book depreciation greater than tax
NOL and tax credit carryforwards

Less valuation allowance
Total deferred tax assets

Deferred tax liabilities
Tax depreciation greater than book
Accrued employee benefits
Other

Total deferred tax liabilities

Net deferred tax (assets) liabilities

TR
1M 111Ls

The Caompany has an income tax payable to the parent campany 0f$- and income tax receivable
from the parent company of $-as of September 30, 2017 and 2018, respectively.

The Company has a state net operating loss carryforward of approximately as of

September 30, 2017, for which the Company has recorded a deferred tax asset of . The

Caompany has recagnized a valuation allowance for this deferred tax asset at September 30, 2017, of
, ah increase of- from the prior year. The carryforward begins to expire in 2026,

f

15
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Armstrong Telephone Company - Maryland, Inc.
Notes to Financial Statements

Note 7 —Pension Plan

Armstrang Utilities, Inc. (AUI), an affiliate, has a nancontributory defined contribution retirement plan
(Plan), which covers certain affiliates and substantially all emplayees of the Campany. AUl and certain
affiliates, including the Company, contribute I% of the annual base earnings of all participants ta the
Plan. Pension costs for the Company for the years ended September 30, 2017 and 20186, were _

and $- respectively.

Note 8 — Related Party Transactions

The Company is an affiliate of The Armstrong Group of Companies and participated in various related
party transactions listed below.

The Company received data processing and other support services from Judco Management, Inc.

(Judco) in the amounts of S and for the years ended September 3G, 2017 and 2016,
respectively. The Company alsa paid Judca for office rents for both years ended September 30,
2017 and 2018, The Company alsc paid Judco for use of the corporate airplane for both years

ended September 3G, 2017 and 2018.

The Company received management and other administrative services fram Judco in the amounts of
B -c S fo' the years ended September 30, 2017 and 20186, respectively.

The Company received engineering and network support services from AUl in the amounts of$-

and for the years ended September 30, 2017 and 2018, respectively. Additionally, the Company
paid AUI nd $- for marketing and operations support services for the years ended

September 30, 2017 and 2018, respectively. The Company alsc leased switching capacity fram AUl in
the amounts uf_ and $- far the years ended September 30, 2017 and 2018, respectively.

As of Septernber 30, 2017 and 20186, the Company had accounts receivable from affiliates of S|
and $- included in other accounts receivable, respectively, and the Company had accounts payable

to affiliates of S erd SER resrectively, included in accounts payable.
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